Abstract. How to build an effective rural financial system is a challenge that each developing country has to face. As for China, which is a country where its population dominates many aspects of society, the rural financial problem is therefore more important. Deepening the rural financial system reform and perfecting rural financial service system are the important countermeasures to strengthen the position of agriculture as the foundation, increase farmers' income and promote the comprehensive development of economy, and it is the important link of the reform of the financial system in the new period as well.
Determination of the model variables and selection of the data

Model variable selection and assumptions
In order to measure the impact of the existing rural financial system on the rural economy, we select the per capita loan balance of the Rural Credit Cooperatives and the Agricultural Development Bank, together with the quantity related to less formal finance (the investment of township enterprises on fixed assets which is from other sources of funding), as the explanatory variables. For the convenience of comparison, we increase the per capita agricultural financial expenditure of the central government as an extra explanatory variable. For the related variables of rural economy, we choose the per capita net income of farmers as explanatory variables.
1. 2.2 The conclusion of empirical test (1) As the dominant factor of the rural financial system, the formal finance still plays a more significant role in the economic development of rural areas, especially in the farmers' income increase. The Rural Credit Cooperatives loans, the Agricultural Development Bank loans and the governmental fiscal agriculture expenditure all play a positive role in the farmers' income growth.
(2) The influence of informal finance on farmers' income increase is not sure, so the role of informal financial in the rural economy couldn't be r over-exaggerate. Although the informal finance provides part of the funds for the township enterprises and farmers, its high interest burden plays a negative role in farmers' income growth.
(3) The government can not simply rely on administrative means to supervise rural finance, especially rely on administrative means to intervene informal finance, and it needs to use economic means to solve the problems of the rural financial supply. Only if the availability of rural credit
